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E.  SUPPLEMENTARY STEWARDSHIP INFORMATION

SOCIAL INSURANCE PROGRAMS

The Federal Accounting Standards Advisory Board (FASAB) has classified certain government income transfer programs
as social insurance programs.  Recognizing that these programs have complex characteristics that do not fit traditional
accounting models, the  FASAB is  developing  accounting standards for social insurance programs which require the
presentation of supplementary stewardship information to facilitate the assessment of the program’s long term
sustainability. 

The U.S. Department of Labor operates two programs classified under Federal accounting standards as social insurance
programs, the Unemployment Insurance Program and the Black Lung Disability Benefits Program.  Presented below is
the supplementary stewardship information for the two programs.

UNEMPLOYMENT INSURANCE PROGRAM

The unemployment insurance (UI) program was created in 1935 to provide income assistance to unemployed workers
who have lost their jobs through no fault of their own.  The program protects workers during temporary periods of
unemployment through the provision of unemployment compensation benefits.  These benefits replace part of the
unemployed worker’s lost wages and, in so doing, stabilize the economy during recessionary periods by  increasing the
unemployed’s purchasing power.  The UI program operates counter cyclically, with benefits exceeding tax collections
during recessionary periods and UI tax revenues exceeding benefit payments during periods of recovery.

Program Administration and Funding

The UI program is administered through a unique system of Federal-State partnerships, established in Federal law but
executed through conforming State laws by State officials.  The Federal government provides broad policy guidance and
program direction through the oversight of the U.S. Department of Labor, while program details are established through
individual State UI statutes, administered  through State UI agencies.

Federal and State unemployment taxes 

The UI program is financed through the collection of Federal and State unemployment taxes levied on subject employers
and deposited in the Unemployment Trust Fund (UTF).  The UTF was established to account for the receipt, investment
and disbursement of unemployment taxes.  Federal unemployment taxes are used to pay for the administrative costs of
the UI program, including grants to each State to cover the costs of State UI operations and the Federal share of extended
UI benefits.  Federal unemployment taxes are also used to maintain a loan account within the UTF, from which insolvent
States may borrow funds to pay UI benefits.  State UI taxes are used exclusively for the payment of regular UI benefits,
as well as the State’s share of extended benefits. 

Federal unemployment taxes

Under the provisions of the Federal Unemployment Tax Act (FUTA), a Federal tax is levied on covered
employers, at a current rate of 6.2% of the first $7,000 in annual wages paid to each employee.  This Federal
tax rate is reduced by a  credit of up to 5.4% , granted to employers paying State UI taxes under conforming
State UI statutes.  Accordingly, in conforming States, employers pay an effective Federal tax of 0.8%.  Federal
unemployment taxes are collected by the Internal Revenue Service. 
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State unemployment taxes

In addition to the Federal tax, individual States finance their UI programs through State tax contributions from
subject employers based on the wages of covered employees.  (Three States also collect contributions from
employees). Within Federal confines, State tax rates are assigned in accordance with an employer’s experience
with unemployment.  Actual tax rates vary greatly among the States and among individual employers within
a State.  At a minimum, these rates must be applied to the Federal tax base of $7,000; however, States may
adopt a higher wage base than the minimum established by FUTA.  State UI agencies are responsible for the
collection of State unemployment taxes.

Unemployment Trust Fund

Federal and State UI taxes are deposited into designated accounts within the Unemployment Trust Fund.  The UTF was
established under the authority of Title IX, Section 904 of the Social Security Act of 1935, as amended, to receive, hold,
invest, loan and disburse Federal and State UI taxes.  The U.S. Department of the Treasury acts as custodian over monies
deposited into the UTF, investing amounts in excess of disbursing requirements in Treasury securities.  The UTF is
comprised of the following accounts:

Federal Accounts

The Employment Security Administration Account (ESAA) was established pursuant to Section 901 of the Act.
All tax receipts collected under the Federal Unemployment Tax Act (FUTA) are appropriated to the ESAA and
used to pay the costs of Federal and State administration of the unemployment insurance program and veterans
employment services, as well as 97 percent of the costs of the State employment services.  Excess balances in
ESAA, as defined under the Act, are transferred to other Federal accounts within the Fund, as described below.

The Federal Unemployment Account (FUA) was established pursuant to Section 904 of the Act.  FUA is funded
by any excesses from the ESAA as determined in accordance with Section 902 of the Act.  Title XII, Section
1201 of the Act authorizes the FUA to loan Federal monies to State accounts that are unable to make benefit
payments because the State UI account balance has been exhausted.  Title XII loans must be repaid with
interest.  The FUA may borrow from  the ESAA or EUCA, without interest, or  may also receive repayable
advances, with interest, from the general fund of the U.S. Treasury, when the FUA has a balance insufficient
to make advances to the States.  

The Extended Unemployment Compensation Account (EUCA) was established pursuant to Section 905 of the
Act.  EUCA provides for the payment of extended unemployment benefits authorized under the Federal-State
Extended Unemployment Compensation Act of 1970, as amended.  Under the extended benefits program,
extended unemployment benefits are paid to individuals who have exhausted their regular unemployment
benefits.  These extended benefits are financed one-half by State unemployment taxes and one-half by FUTA
taxes from the EUCA.  The EUCA is funded by a percentage of the FUTA tax transferred from the ESAA in
accordance with Section 905(b)(1) and (2) of the Act.  The EUCA may borrow from the ESAA or the FUA,
without interest, or may also receive repayable advances from the general fund of the Treasury when the EUCA
has a balance insufficient to pay the Federal share of extended benefits.  During periods of sustained high
unemployment, the EUCA may also receive payments and non-repayable advances from the general fund of
the Treasury to finance emergency unemployment compensation benefits.  Emergency unemployment benefits
require Congressional authorization.

The Federal Employees Compensation Account (FECA) was established pursuant to Section 909 of the Act.
The FEC Account provides funds to States for unemployment compensation benefits paid to eligible former
Federal civilian personnel and ex-service members.  Generally, benefits paid are reimbursed to the Federal
Employees Compensation Account by the various Federal agencies.  Any additional resources necessary to
assure that the account can make the required payments to States, due to the timing of the benefit payments and
subsequent reimbursements, will be provided by non-repayable advances from the general fund of the Treasury.
State Accounts
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Separate State Accounts were established for each State and territory depositing monies into the Fund, in
accordance with Section 904 of the Act.  State unemployment taxes are deposited into these individual accounts
and may be used only to pay State unemployment benefits.  States may receive repayable advances from the
FUA when their balances in the Fund are insufficient to pay benefits.  

Railroad Retirement Accounts

The Railroad UI Account and Railroad UI Administrative Account were established under Section 904 of the
Act to provide for a separate unemployment insurance program for railroad employees. This separate
unemployment insurance program is administered by the Railroad Retirement Board, an agency independent
of DOL.  DOL is not responsible for the administrative oversight or solvency of the railroad unemployment
insurance system.  Receipts from taxes on railroad payrolls are deposited in the Railroad UI Account and the
Railroad UI Administrative Account to meet benefit payment and related administrative expenses. 

UI program benefits
  
The UI program provides regular and extended benefit payments to eligible unemployed workers.  Regular UI program
benefits are established under State law, payable for a period not to exceed a maximum duration.  In 1970, Federal law
began to require States to extend this maximum period of benefit duration by fift y percent, during periods of high
unemployment.  These extended benefit payments are paid equally from Federal and State accounts. 
  

Regular UI benefits

There are no Federal standards regarding eligibilit y, amount or duration of regular UI benefits. Eligibilit y
requirements, as well as  benefit amounts and benefit duration are determined under State law.  Under State
laws, worker eligibilit y for benefits depends on experience in covered employment during a past base period,
which attempts to measure the workers’ recent attachment to the labor force.  Three factors are common to State
eligibilit y requirements: (1) a minimum duration of recent employment and earnings during a base period prior
to unemployment,  (2) unemployment not the fault of the unemployed, and (3)  availability of the unemployed
for work. 

Benefit payment amounts under all State laws vary with the worker’s base period wage history. Generally,
States compute the amount of weekly UI benefits as a percentage of an individual’s average weekly base period
earnings, within certain minimum and maximum limits.  Most States set the duration of UI benefits by the
amount of earnings an individual has received during the base period.  Currently, all States have established
the maximum duration for regular UI benefits at 26 weeks.  Regular UI benefits are paid by the State UI
agencies from monies drawn down from the State’s  account within the Unemployment Trust Fund.

Extended UI benefits

The Federal/State Extended Unemployment Compensation Act of 1970 provides for the extension of the
duration of UI benefits during periods of high unemployment.  When the insured unemployment level within
a State, or in some cases total unemployment,  reaches certain specified levels, the State must extend benefit
duration by fift y percent, up to a combined maximum of 39 weeks. Fifty percent of the cost of extended
unemployment benefits is paid from the Extended Unemployment Compensation Account within the UTF, and
fift y percent by the  State, from the State’s UTF account. 

Emergency UI benefits

During prolonged periods of high unemployment, Congress may authorize the payment of emergency
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unemployment benefits to supplement extended UI benefit payments.  Emergency benefits were last authorized
in 1991 under the Emergency Unemployment Compensation Act.  Emergency benefit payments in excess of
$28 billion were paid over the three year period ending in 1994.  Emergency benefits were paid from the surplus
of Federal unemployment taxes in EUCA, and, once EUCA balances were exhausted, from general revenues
of the U.S. Treasury.

 
Federal UI benefits

Unemployment benefits to unemployed Federal workers are paid from the Federal Employment Compensation
Account within the Unemployment Trust Fund.  These benefit costs are reimbursed by the responsible Federal
agency  and are not considered to be social insurance benefits.   Federal unemployment compensation benefits
are not included in this discussion of social insurance programs. 

Program Finances and Sustainability

At September 30, 1997, total assets within the UTF exceeded liabilities by $62.4 billion.  This fund balance approximates
the accumulated surplus of tax revenues and earnings on these revenues over  benefit  payment expenses and is available
to finance benefit payments in future periods when tax revenues may be insufficient.  Treasury invests this accumulated
surplus in Federal securities.  The net value of these securities at September 30, 1997 was $61.9 billion.  These
investments accrue interest, which is distributed to eligible State and Federal accounts within the UTF.  Interest income
from these investments during FY 1997 was $3.9 billion. Federal and State UI tax and reimbursable revenues of $28.4
billion and benefit payment expense of $20.2 billion were recognized for the year ended September 30, 1997.

As discussed in Note 1.K.1 to the consolidated financial statements, DOL  recognized a liability for regular and extended
unemployment benefits to the extent of unpaid benefits applicable to the current period.  Accrued unemployment benefits
payable at September 30, 1997 were $458.2 million.  

Effect of Projected Cash Inflows and Outflows on the Accumulated Net Assets of the UTF 

The ability of the UI program to meet a participant’s future benefit payment needs depends on the availability of
accumulated taxes and earnings within the UTF.  The Department measures the effect of projected benefit payments on
the accumulated net assets of the UTF, under an open group scenario, which includes current and future participants in
the UI program.  Future estimated cash inflows and outflows of the UTF are tracked by the Department for budgetary
purposes.  These projections allow the Department to monitor  the sensitivity of the UI program to differing economic
conditions, and to predict the program’s sustainability under varying economic assumptions.

Presented on the following pages is the effect of projected economic conditions on the net assets of the UTF, excluding
the Federal Employees Compensation Account.
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Effect of Projected Cash Inflows and Outflows on the Accumulated Net Assets of the UTF - Continued

Charts I and II graphically depict the effect of expected economic conditions on the UTF over the next ten years.  

Projected Cash Inflows and Outflows Under Expected Economic Conditions

Chart I depicts projected cash inflows and outflows of the UTF over the next ten years, under expected
economic conditions.  Total cash inflows as well as cash inflows excluding interest earnings are displayed.
Current estimates by the Department are based on an expected unemployment rate of 4.85% during FY 1998,
increasing to 5.40% in FY 2001 and thereafter.  These projections, excluding interest earnings,  indicate net
cash inflows through FY 2003, with a crossover to net outflows in FY 2004.  Cash inflows combined with
interest earnings exceed cash outflows for each of the ten years presented, although this net excess decreases
from $8.7 billion at the end of FY 1998 to $2.9 billion at the end of FY 2007.   

Chart I
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Effect of Projected Cash Inflows and Outflows on the Accumulated Net Assets of the UTF - Continued

Effect of Expected Cash Flows on UTF Assets

Chart II demonstrates the effect of these expected cash inflows and outflows on the net assets of the UTF over
the ten year period ended September 30, 2007.  Yearly projected total cash inflows, including interest earnings,
and cash outflows are depicted, as well as the net effect of this cash flow on UTF assets. 

Total cash inflows exceed cash outflows in each of the ten years projected, although the margin of excess
decreases by 67% from FY 1998 to FY 2007.  Net UTF assets increase by 67% over the ten year period, from
$70.6 billion in FY 1998 to $117.8 billion in FY 2007.

Chart II 

Projected yearly cash inflows, interest earnings and cash outflows are presented in the table on the following
page.



U.S. DEPARTMENT OF LABOR

REQUIRED SUPPLEMENTAL STEWARDSHIP INFORMATION

CASH INFLOW AND OUTFLOW OF THE 

UNEMPLOYMENT TRUST FUND EXCLUDING THE FEDERAL EMPLOYEES COMPENSATION ACCOUNT

FOR THE TEN YEAR PERIOD ENDED SEPTEMBER 30, 2007

  (Dollars in thousands) 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Balance, start of year $ 61,833,773 $ 70,555,187 $ 78,056,805 $ 85,054,708 $ 91,138,106 $ 97,205,414 $ 102,495,102 $ 107,310,461 $ 111,484,911 $ 114,928,426

Cash inflow
State unemployment taxes 22,658,000 24,175,000 25,456,000 26,319,000 27,175,000 28,075,000 28,921,000 29,743,000 30,590,000 31,644,000

Federal unemployment taxes 6,196,000 6,254,000 6,345,000 6,359,000 6,449,000 6,495,000 6,567,000 6,638,000 6,710,000 6,783,000

General revenue appropriation 60 180 280 330 270 230 230 230 230 220

Deposits by the Railroad Retirement Board 68,000 104,000 97,000 78,000 78,000 95,000 104,000 98,000 88,000 90,000

Total cash inflow excluding interest 28,922,060 30,533,180 31,898,280 32,756,330 33,702,270 34,665,230 35,592,230 36,479,230 37,388,230 38,517,220

Interest on Federal securities 4,213,017 4,483,363 4,655,773 4,803,615 5,011,349 5,158,454 5,334,119 5,492,184 5,578,279 5,688,636

Total cash inflow 33,135,077 35,016,543 36,554,053 37,559,945 38,713,619 39,823,684 40,926,349 41,971,414 42,966,509 44,205,856

Cash outflow
State unemployment benefits 20,631,000 23,477,000 25,357,000 27,109,000 28,167,000 29,934,000 31,378,000 32,920,000 34,499,000 36,146,000

State administrative costs 3,492,502 3,741,321 3,896,397 4,060,408 4,167,241 4,280,619 4,404,864 4,540,004 4,675,139 4,817,924

Federal administrative costs 175,950 179,501 182,745 186,235 189,201 196,488 204,272 213,102 223,003 227,284

Interest on tax refunds 3,211 3,103 3,008 2,904 2,869 2,889 2,854 2,858 2,852 2,883

Railroad Retirement Board withdrawals 111,000 114,000 117,000 118,000 120,000 120,000 121,000 121,000 123,000 124,000

Total cash outflow 24,413,663 27,514,925 29,556,150 31,476,547 32,646,311 34,533,996 36,110,990 37,796,964 39,522,994 41,318,091

Excess of total cash inflow excluding

  interest over total cash outflow 4,508,397 3,018,255 2,342,130 1,279,783 1,055,959 131,234(518,760) (1,317,734) (2,134,764) (2,800,871)

Excess of total cash inflow over

  total cash outflow 8,721,414 7,501,618 6,997,903 6,083,398 6,067,308 5,289,688 4,815,359 4,174,450 3,443,515 2,887,765

Balance, end of year $ 70,555,187 $ 78,056,805 $ 85,054,708 $ 91,138,106 $ 97,205,414 $ 102,495,102 $ 107,310,461 $ 111,484,911 $ 114,928,426 $ 117,816,191

Total unemployment rate 4.85% 5.10% 5.25% 5.40% 5.40% 5.40% 5.40% 5.40% 5.40% 5.40%

E
 - 7



E - 8

BLACK LUNG DISABILITY BENEFIT PROGRAM

The Black Lung Disability Benefit Program provides for compensation, medical and survivor benefits for eligible coal
miners who are disabled due to pneumoconiosis (black lung disease) arising out of their coal mine employment.  The
U.S. Department of Labor operates Part C of the Black Lung Disability Benefit Program.  Under Part C, the Black Lung
Disability Trust Fund (BLDTF) provides benefit payments to eligible coal miners disabled by pneumoconiosis, when
no responsible mine operator can be assigned the liability.  

Program administration and funding

Black lung disability benefit payments are funded by excise taxes from coal mine operators based on the sale of coal.
These taxes are collected by the Internal Revenue Service and transferred to the BLDTF, established under the authority
of the Black Lung Benefits Revenue Act, and administered by the U.S. Department of the Treasury.  Black lung disability
benefits and administrative costs of Part C are paid by the BLDTF.  The Black Lung Benefits Revenue Act provides for
repayable advances to the BLDTF from the general fund of the Treasury, in the event that BLDTF resources are not
adequate to meet program obligations. 

Program finances and sustainabilility

At September 30, 1997, total liabilities of the Black Lung Disability Trust Fund exceeded assets by $5.5 billion.  This
deficit fund balance represented the accumulated shortfall of excise taxes necessary to meet benefit payment and interest
expenses.  This shortfall was funded by repayable advances to the BLDTF, which are repayable with interest.
Outstanding advances at September 30, 1997 were $5.5 billion, bearing  interest rates ranging from 6.125 to 13.875
percent.  Excise tax revenues of $619.4 million, benefit payment expense of $474.2  million and interest expense of
$470.6 million were recognized for the year ended September 30, 1997. 

As discussed in Note 1.K.3, DOL recognized a liability for disability benefits to the extent of unpaid benefits applicable
to the current period. Accrued disability benefits payable at September 30, 1997 were $34.9 million.  Although no
liability was recognized for future payments to be made to present and future program participants, beyond the due and
payable amounts accrued at year end, future estimated cash inflows and outflows of the BLDTF are tracked by the
Department for budgetary purposes.

These projections, made over the forty-five year period ending September 30, 2040, indicate  that cash inflows from
excise taxes will exceed cash outflows for benefit payments and administrative expenses for each period projected.  This
net cash inflow is projected to reach $16.0 billion by the year 2040.  However, cash outflows, when combined with
interest payments required to finance the BLDTF’s repayable advances, exceed cash inflows during each of the forty five
periods included in the projections.  Net cash outflows after interest payments are projected to exceed $28.2 billion  by
the end of the year 2040, increasing the BLDTF’s deficit as of September 30, 2040 to $33.7 billion.  (See Chart III on
following page.)  
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Chart III

The projected decrease in cash inflows in the year 2014 and thereafter is the result of a scheduled reduction in the tax
rate on the sale of coal.  This rate reduction is projected to result in a forty nine percent decrease in the amount of excise
taxes collected between the years 2013 and 2015.  The cumulative effect of this change is estimated to be in excess of
$12.6 billion by the year 2040.  

Yearly cash inflows and outflows are presented in the table on the following page.



U.S. DEPARTMENT OF LABOR
REQUIRED SUPPLEMENTAL STEWARDSHIP INFORMATION

CASH INFLOW AND OUTFLOW OF THE BLACK LUNG DISABILITY TRUST FUND

FOR THE FORTY-THREE YEAR PERIOD ENDING SEPTEMBER 30, 2040

  (Dollars in thousands) 1998 1999 2000 2001 2002 2003 - 2040 Total

Cash inflow

Excise taxes $ 640,000 $ 662,000 $ 684,000 $ 703,000 $ 718,000 $ 21,107,000 $ 24,514,000

Interest 2,000 2,000 2,000 2,000 2,000 76,000 86,000

Total cash inflow 642,000 664,000 686,000 705,000 720,000 21,183,000 24,600,000

Cash outflow

Disabled coal miners benefits 466,650 453,725 438,725 422,725 405,725 5,310,988 7,498,538

Administrative costs 46,350 51,275 51,275 51,275 51,275 839,012 1,090,462

Cash outflows before interest payments 513,000 505,000 490,000 474,000 457,000 6,150,000 8,589,000
Excess of cash inflow over cash outflow 
   before interest payments 129,000 159,000 196,000 231,000 263,000 15,033,000 16,011,000

Interest on advances 494,000 516,000 537,000 556,000 575,000 41,581,000 44,259,000

Total cash outflow 1,007,000 1,021,000 1,027,000 1,030,000 1,032,000 47,731,000 52,848,000

Excess of total cash outflow over total cash inflow (365,000) (357,000) (341,000) (325,000) (312,000) (26,548,000) (28,248,000)

Balance, start of year (5,500,655) (5,865,655) (6,222,655) (6,563,655) (6,888,655) (7,200,655) (5,500,655)

Balance, end of year $ (5,865,655) $ (6,222,655) $ (6,563,655) $ (6,888,655) $ (7,200,655) $ (33,748,655) $ (33,748,655)
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